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FOREWORD 

Daring  reo«nt  years  there  has  been  muoh  dleousslon  within 
the  ootton  industry  of  possible  ways  of  ohanging  the  prevailing 
gross-weight  method  of  merchandising  ootton  to  a  system  of  market- 
ing on  the  basis  of  net  weights.     Bills  have  been  before  Congress 
for  several  years  to   require  the   sale  of  ootton  in  interstate 
oommeroe  on  the  basis  of  net  weight.     Some  of  these  measures  would 
also  require  the  standardisation  of  bagging  and  ties. 

Cotton-marketing  specialists  of  the  Agricultural  Marketing 
Servioe   (formerly  in  the  Bureau  of  Agricultural  Eoonomios)  have 
oolleoted  muoh  information  as  a  background  for  appraising  the 
merits  of  sueh  a  ohange  In  methods  of  marketing  raw  ootton.     Some 
of  this  information  has  been  published. 

This  pamphlet  has  been  prepared  beoause  of  the  present 
interest  in  this  subjeot  and  the  number  of  inquiries  reoeived  for 
information  on  speoifio  points.     It  is  hoped  that  the  information 
as  here  presented  in  question-and -answer  form  will  be  helpful  to 
ootton  growers  and  other  interested  groups  in  their  consideration 
of  this  important  ootton-marketlng  subjeot. 


Chief,   Agricultural  Marketing  Servioe. 
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SHOULD  NET-WEIGHT  TRADING  AND  STANDARDS  FOR   TARE 

BE  ADOPTED  FOR  AMERICAN  COTTON? 
By  John  W.  Wright,   Senior  Agricultural  Economist 


The  modern  cotton-textile  industry  of  the  world  was  developed 
primarily  on  the  basis  of  Amerioan  raw  ootton.     The  Inherent  super- 
ior quality  of  this  produot  is  generally  admitted.      But  the  paokage 
in  which  Amerioan  ootton  is  delivered  to  spinners  has  been  the  sub- 
jeot  of  oritioism  for  more  than  a  half  century,   particularly  in 
foreign  markets.     Although  manufacturers  and  processors  of  most 
Amerioan  products  have  a  reputation  for  the  excellence  of  the 
packages  in  whioh  their  goods  are   sold,  Amerioan  ootton  has  been 
oharaoterized  as  the  most  unsatisfactorily  packaged  produot  entering 
the   channels  of  world  oommeroe.      This  oritioism  applies  to   the   so- 
oalled  "square"  bale  in  whioh  approximately  98  peroeot  of  the 
Amerioan  orop  usually  is  paokaged. 

It  has  long  been  recognised  that  unsatisfactory  paokaging  of 
Amerioan  ootton  is  olosely  associated  with  the  gross-weight  basis  of 
trading,  with  trade  roles  relating  to  bale  tare,   and  with  existing 
methods  of  sampling.     Although  it  is  generally  admitted  that  there 
is  need  for  Improvement  in  marketing  and  paokaging  methods,   the 
diversity  of  interests  of  the  various  elements  in  the  ootton 
industry  apparently  has  prevented  such  Improvement  being  aooomplished 
by  voluntary  aotion. 

Beginning  with  the  70th  Congress,  First  Session,    (1927-28), 
one  or  more  bills  whioh  would  require  the  use  of  bale-covering 
materials  that  oonform  to  definite  standards  and  that  transactions 
be  based  on  net  weights  for  all  ootton  for  shipment  in  oommeroe, 
have  been  introduced  at  eaoh  session  of  Congress.     Fublio  hearings 
have  been  held  in  connection  with  a  number  of  these  bills  at  whioh 
interested  parties  have  presented  their  views  with  respeot  to  the 
proposed  legislation. 

Apparently  there  is  a  laok  of  dear  understanding  of  the  various 
faotors  Involved  in  these  proposed  reforms  in  the  marketing  and  paokag- 
ing of  ootton.     With  a  view  to  supplying  specif  io  information  oonoern- 
ing  these  faotors  and  to  facilitate  a  consideration  of  various  aspects 
of  the  subject,   the  prinoipal  questions  that  have  been  raised  from 
time  to  time  are  here  listed  and  the  available  Information  relating 
to  eaoh  is  here  briefly  presented.     No  claim  is  made  for  completeness 
in  the  list  of  questions  nor  in  the  information  presented. 
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For   the   oonvenienoe   of   the   various   groups   in   the  ootton 
industry,    the  material  of  speoial   interest  to  eaoh  group   is  indi- 
cated.     Cotton  growers  will  find   the  following  questions  of 
partioular   interest  from  their  point  of  viewt   1  to  13,    18  to   21, 
24*    27  to   29.    and   33.      Glnners   and  oompressmen  will   be  espeoially 
interested  in  questions  18  to   24.    29,    33,    and  34.     Cotton  merchants 
will  be  primarily  oonoerned  with   questions  7  to   9,   16   to  22,    26,  and 
29  to  33*      Items   of   speoial   interest  to  ootton  manufacturers   are 
presented  in  connection  with   questions  14.    18  to   22,    27  to   30,    and 
33«     Manufacturers  and  distributors  of  ootton- bale-oovering 
materials  will  be  particularly  Interested   in  questions  18,    21  and 
22,   33  and  35. 

WEIQHT   BASIS   OP  TRADING   IN  COTTON 

(1)  What  is  meant  by  the  proposal  for  net-weight  trading  in 
ootton? 

The  proposal  for  net-weight  trading  contemplates  the   use  of 
the  aotual  weight  of  lint  ootton  in  a  bale  in  oonneotlon  with  pur- 
chases and   sales  of  raw  ootton;   that  is,    that  payment  for   the 
ootton  shall   be   based  on  the   gross  weight  of  the   bale  minus   the 
weight  of  bagging,    ties,    and  patohes. 

(2)  What  is  the  present  weight  basis   of  trading  in  ootton? 

Amerioan  ootton  is  now  sold  in  domestic  markets  on  the 
gross  weight  of   the  bales)    that   is,  on  the   aotual  soale  weight  of 
the  bale,   whioh  inoludes  the  weight  of   bale-covering  materials.     An 
exeeption  is  found  in  Amerioan-Egyptian  or  Pima  cotton,   ishioh,   from 
the   beginning  of   that  industry   in  Arizona,    has  been   sold  on  net 
weight. 

Hotei    The  gross  weight   used  in  the   settlement  of  domestio 
transactions  in  ootton  is   subject  to  deductions   for   over-tare. 
(See  question  5.  P*ge  5«) 

(3)  What   is  the  weight  basis  of  trading  in  other  ootton- 
produoing  countries? 

Aoeordlng  to   the  information  available,   ootton  from  all 
ootton-producing  countries  other   than  the  United  States  and  adja- 
oent  areas  in  Uexioo ,    is   sold  on  a  net-weight  basis. 

(4)  What  is  the  weight  basis  of  trading  for   other   agricultural 
products? 

Aooording  to   the  available   information,    all  other  Amerioan 
agricultural  produots  that  are   sold  by  weight,    are   sold  on  net  weight. 
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(5)  May  weight  be  added  to  ootton  bales  in  the  Torn  of 
bagging*   ties,   and  patches  without  limit   under  the  gross-weight 
system  of  trading? 

No*      The  weight  of  bale  coverings  must  not  exoeed  the   tare 
allowanoe  of  the  market  in  iriioh  the  ootton  is  sold.     Otherwise 
the  seller  of  the  ootton  is  subject  to  a  olaim  for  over-tare. 

(6)  What  is  the  meaning  of  the  term  "tare"? 

The  term  "tare"  as  herein  used  refers  to   the  combined  weight 
of  the   bagging,    ties,    and  patohes  used  in  covering  a  bale   of  ootton* 

(7)  Who  determines  the  allowable  weight  of  bale  ooverlngs 
under  the  present  system? 

Allowable  weight  of  bale  coverings,    under  -the  present 
aystem,    is  fixed  by  the  trading  rules  of  the  various  cotton-trade 
and  ootton-manuf aoturers '   organisations*     Purchases  and   sales  of 
ootton  that  take  plaoe  in  the  territory  oovered  by  eaoh  of  the  six 
regional  trade  groups  affiliated  in  the  Amerioan  Cotton  Shippers' 
Association,   are  made  subjeot  to  the  trading  rules  promulgated  by 
these  organizations.     These  rules  speoify  the  allowable  tare  on 
uncompressed  gin  bales*     Markets  that  have  organised  exohanges 
have  their  own  rules  specifying  allowable  weights  of  bale  ooverlngs 
for  ootton  involved  in  transactions  taking  plaoe  in  these  markets. 

The  allowable  tare  on  bales  delivered  to  domestio  mills  is 
fixed  by  rules  jointly  established  by  ootton  manufacturers  and 
ootton-trade  groups* 

In  the  oase  of  ootton  sold  in  foreign  markets,    the  allowable 
tare  is   speoified  in  the  trading  rules  of  the  various  foreign 
ootton-trade  organisations. 

Several  of  the  ootton-produoing  States  have  enaoted  laws 
regulating  the  packaging  of  raw  ootton  inoludlng  bagging  and  ties 
used  for  oovering  bales*     In  others,   general  authority  for  regula- 
tion is  given  to  an  appropriate  unit  of  the  State  Government  that 
authorises  speoif ie  regulations  governing  such  matters*     In 
general*  these  statutes  or  regulations  having  to  do  with  ootton- 
bale  tare  presorlbe  the  number  and  weight  of  ties  and  the  number 
of  yards  and  weight  of  bagging  that  are  required  or  allowed  per 
bale.     Usually  the  maximum  weight  of  both  bagging  and  ties  is 
prescribed. 

Considerable  variation  is  found  in  the  rules  of  the  organised 
exohanges  and  trade  associations  relating  to  tare,  as  well  as  in  the 
laws  of  the  various  ootton-produoing  States  that  have  enaoted  legis- 
lation governing  ootton- bale  tare. 
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(8)  Iflhat  1b  the  allowable   tare  on  Amerioan  ootton  in  various 
markets? 

The  rules  of  most  of  the   ootton- trade  organizations  provide 
that  for  uncompressed  gin  bales,    the  weight  of  bagging  shall  not 
exoeed  12  pounds  and  the  weight  of  ties,   lnoluding  buckles,    shall 
not  exoeed  9  pounds,    or  a  total   of  21  pounds  for  bale  tare.      These 
rules  also  provide  that  penalties  shall   be  assessed  against  light- 
weight bales  to  oompensaxe  for   the   smaller  proportion  of  lint  ootton 
in  suoh  bales. 

Domestlo-mill  rules  provide  that  the  tare   shall  not  exoeed 
4*4  percent  of  the  invoioe  weight  of  uncompressed  bales  and  4*8 
peroent  of  the  weight  of  oompressed  bales.      Thus,   for   a  bale  weighing 
500  pounds  gross,    the  allowable  tare   is  22  pounds  for  a  gin  bale   and 
24  pounds   for   a  oompressed  bale.      In  the  oase  of  a  oompressed  bale 
weighing  500  pounds  gross  and  oarrying  12  pounds  of  bagging  and 

9  pounds  of  ties,   3  pounds  of  patohes  are  permitted.     Otherwise  the 
bale   is  subjeot  to  a  olaim  for  over- tare. 

Cotton  is  exported  to  various  foreign  markets  under  the  terms 
of  a  variety  of  oontraots.     Formerly  most  Amerioan  ootton  was  ex- 
ported under  terms  of  so-called  o.i.f.   and  6  peroent  oontraots. 
Under  these  oontraots  exporters  pay  all  oosts  including  insuranoe 
and  freight  to  destination,   and  the   ootton  is  involoed  at  gross 
shipping  weight  minus  6  peroent.      However,   the  aotual   allowance  for 
tare  is  9  pounds  of  ties  per  bale  and  3-9/16  peroent  cf  the  remaining 
weight  for  bagging  and  patohes.     For  a  500-pound  gross-weight  bale 
the  allowable  tare  is  26-1/2  pounds.      For  anything  in  exoess  of  the 
allowable  tare,   a  deduotion  is  made  in  the  amount  of   settlement  at 
the  invoioe  prloe  of  the  ootton.      If  the  aotual  weight  of  bale 
ooverings  is   less  than  the  permissible   26-1/2  pounds,    the  exporter 
does  not,   under  these  terms,    reoeive  a  corresponding  allowanoe. 
Under   suoh  oiroumstanoes,   he  finds   it  to  his  advantage  to  add 
patohes  up  to  the   full  tare  allowanoe. 

For  example,    if  an  exporter  sells  on  Liverpool  o.i.f.   and 
6  percent  terms,   100  bales  of  ootton  weighing  50,000  pounds  gross 
and  the   sale  prloe  is  10  oents  per  pound,    the  amount  of  the  invoioe 
will  be  $4*700   (50,000  pounds  less  6  peroent j     47*000  pounds  at 

10  oents   equals  $4*700).      If  the  tare  on  the   100  bales  is   900  pounds 
for  ties  (9  pounds  per  bale),  and  1,730  pounds  for  bagging  and 
patohes   (17-1/2  pounds  per   bale),   payment  for  the  ootton  would  be 
made  aooording  to  the  invoioe.     If,   upon  arrival  of  the  ootton,    it 
was  found   that  the  aotual  weight  of  bale-oovering  materials  was   28 
pounds  per   bale,    a  deduotion  for  150  pounds  of  ootton  (1-1/2  pounds 
per  bale)  would  be  made  in  the  amount  of  the   settlement.     On  the 
other  hand,    if   the  100   bales  weighing  50,000  pounds  gross,    oarried 

9  pounds  eaoh  for  ties  and  only  6  pounds  for  bagging  and  patohes  - 
a  total  of   15  pounds  per  bale  for  tare  -  the  amount  reoelved  for  the 
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ootton  would  be  the  same  as  if  the  bales  oarrled  26.1/2  pounds  of 
tare;    that  is,  $4,700.     In  this  ease  a  total  of  1,150  pounds  sore 
lint  ootton  (11-1/2  pounds  per  bale)  would  hare  been  delivered. 
(To   simplify  this  illustration,  mutual  weight  olauses  and  other 
variations   in  these  oontraots  have  been  omitted.) 

In  reoent  years  the  trend  has  been  toward  the  exportation 
of  Amerioan  ootton  under  speoial   sales  oontraots  providing  for 
settlement  on  the  aotual  net  weight  of  the  ootton.     During  the 
season  1937-38*   more  than  30  peroent  of  all  Amerioan  ootton  ex- 
ported was  sold  on  aotual  net  weight.     The  proportions  of  ootton 
exported  on  aotual  net  weight  to  various  oountries  during  the 
same   season  were  approximately  as  follows t     Italy,   88  peroent; 
Japan,   65  peroent;   United  Kingdom,   24  peroent;   China,  45  peroent, 
and  Franoe,  15  peroent. 

(9)  Is  there  any  disadvantage,  under  the  gross-weight 
system,   in  using  bale-oovering  materials  that  weigh  less  than  the 
allowable  tare? 

Yes.     The  per-pound   cost  of  bagging,   ties,   and  patches 
usually  is   substantially  lower  than  the  prloe  of  ootton.     This 
being  the  ease,    it  pays  the  individual  seller  of  ootton  to  use  the 
heaviest  materials  permitted  in  order  that  he  may  receive  pay  for 
the  maximum  allowable  weight  in  selling  under  the  gross-weight 
system.     If  materials  weighing  less  than  the  allowable  tare  are 
used,   the  amount  received  per  bale  is  less,    under  the  gross-weight 
system  of  trading,   than  it  would  be  if  the  heaviest  materials  per- 
mitted by  trade  rules  were   used.     It  is  thus  apparent  that  the 
gross-weight  system  discourages  the  use  of  light-weight  bagging, 
ties,  or  patohes  that  otherwise  would  provide  satisfactory  protec- 
tion for  the  ootton. 

(10)  why  not  oontinue  with  the  gross-weight  system? 

The  present  gross-weight  system  is  responsible  for  wasteful 
and   expensive  praotioes  in  the  packaging  and  marketing  of  ootton, 
whioh  plaoe  a  heavy  finanoial  burden  on  the  marketing  system  as  well 
as  lndireotly  on  ootton  growers  and  on  oonsumers  of  ootton  goods. 
The  adoption  of  net-weight  trading,   if  properly  arranged  and   safe- 
guarded, would   simplify  the  marketing  prooess  and  would  result  in 
substantial  economies  in  marketing. 

Under  the  present  gross-weight  system  with  fixed  allowances 
for  tare,   there  is  an  inoentive  to  ohoose  bale-oovering  materials 
on  the  basis   of  cheapness  and  weight  rather  than  for  the  protection 
afforded  the  bale  oontants.     This  not  only  results  in  the  use  of 
materials  that  fail  to  withstand  the  wear  and  tear  of  handling  and 
shipment,    but  the   extra  weight  beyond  that  whioh  would  aotually  be 
required  for  protection  of  the  ootton,   if   suitable  materials  were 
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used,    adds   substantially  to   transportation  and  other  oosts.      Costs 
are  further   inoreased  by  the  application  of  patohes  to  bring   the 
bale   tare  up  to  the   tare  allowances  of  domestic   and  foreign 
markets.      These  unnecessary  oosts  are  in  addition  to   the  losses 
from  damaged  ootton  that  result  from  unsatisfactory  proteotion  to 
the  bale  contents. 

At  present*   beoause  of  the  differences  in  tare   allowances 
between  domestio   and  foreign  markets,  bales  must  be  patohed  differ- 
ently for  domestio  and  foreign  shipment.     Therefore,   the  entire 
process  of  oonoentratlng,   storing,    and  merchandising  involves  extra 
trouble   and  expense.     The  adoption  of  net-weight  trading,    by  removing 
the  inducement  to  lnorease  tare  weight,   would  tend  to  simplify  the 
marketing  prooess  as  well  as  to  reduce  oosts. 

Moreover,   under  the  gross-weight   system,   ootton  growers  are 
handloapped  in  their  desire  to  use  bagging  made  of  ootton,   even  when 
relative  oosts  favor   their  own  product.     The  difference  in  weight 
between  ootton  and  Jute  baggings  is  suoh  that  the  grower  is  usually 
penalised  financially  if  he  uses   bale-covering  materials   that  weigh 
less  than  the   allowable  tare.     Other  light-weight  bale-oovering 
materials  likewise  are  exoluded  so  long  as  gross-weight  trading 
oontlnues. 

RELATION  OF  COTTON  PRICES   TO  TEE  WEIGHT  BASIS  OF  TRADING 

(11)  Does  the  present  gross-weight   system  enable  farmers  to 
make  a  profit  on  the   bagging  and  ties  for  whioh  they  pay  ginners 
in  oonneotion  with  the  ginning  and  wrapping  of  their  ootton? 

Although  in  selling  ootton  by  gross  weight  farmers  reoeive 
the  prloe  of  ootton  for  the  weight  of  the   bagging  and  ties  used  for 
wrapping  the  bales,   they  do  not,    in  the  final   analysis,   either  make 
a  profit  on  these  materials  or  receive  pay  for  them.     This  is  be- 
cause the  weight  of  bagging  and  ties  for  whioh  the  farmer  is  paid  is 
offset  by  the  lower  prioe   received  for  the  ootton  under  this   system 
of  selling* 

The  value  of  a  bale  of  ootton  is  oaloulated  on  the  actual 
weight  of  lint  and  the  prioe  per  pound  Is  reduced  to  compensate  for 
the  bale  tare  when  the  ootton  is   sold  on  gross  weight.     Thus  the 
belief  of  some  farmers  that  in  selling  gross  weight  they  make  a 
profit  on  the  bagging  and   ties  to  the  extent  of  the  difference  be- 
tween the  prioe  they  pay  for   suoh  materials  and  the  value  of  an 
equivalent  weight  of  ootton,    is  purely  an  illusion. 
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(12)  Would   ootton  growers  receive  less   for  a  bale  of  ootton 
by  selling  on  net  weight? 

Disregarding  the   savings  and  eoonomies  that  would  result 
from  net-weight  trading,    the  value  of  a  bale   of  ootton  is  the  same 
regardless  of  whether  the   basis   of  sale    is  net  or  gross  weight. 
However,   the  number  of  pounds  and  the  prioe  per  pound  are  differ, 
ent  in  eaoh  oaee.      This  is  well  illustrated  by  the  faot  that 
normally  about  one-half  of  the  American  orop   is   sold  in  foreign 
markets,   where  a  modified  form  of  net- weight   trading  has  been  in 
effeot  for  many  years. 

The  Amerioan  exporter  buys  his  ootton  in  this  country  on 
gross  weights  but  must  sell  it  abroad  on  net  weights.     Eenoe,   in 
buying  he  must  consider  the  weight  of  bagging  and  ties  in  his 
prioe  oaloulations.     He  does  this  by  adjusting  his  buying  prioe 
downward  to  make  allowance  for   the  weight  of  bale-covering 
materials  for  whioh  he  must  pay  the  grower,  but  which  will  be 
deducted  when  he,   in  turn,    sells  in  the  foreign  market.      If  the 
exporter  selling  on  net  weight,   oan  get  10-1/2  oents  per  pound  for 
ootton  and  the  tare  is   24  pounds  per  bale,  the  equivalent  value 
would  be  10  oents  per  pound  gross  weight,   while,    if  the  bale  oarrles 
30  pounds  of  tare,   the  value  would  be  9*87  oents  per  pound.     In 
other  words,   ootton  merohants  now  have  to  buy  ootton  from  farmers 
in  this  oountry  on  gross  weight  at  prioes  that  will  enable  them  to 
sell  the   same  ootton  in  foreign  markets  at  a  profit  on  the  basis 
of  net  weight.     Their  purohase  prioes  must  neoessarily  be  reduoed 
to  take  aooount  of  the  extra  weight  for  whioh  they  must  pay  under 
the  gross-weight  system  now  prevailing  in  this  oountry. 

Additional  evidenoe   that  ootton  prioes  are  lower   under  the 
gross-weight  system  than  would  otherwise  be  the  oase   is  afforded 
by  a  comparison  of  prioes  paid  for  ootton  paokaged  in  round  bales 
with  prioes  paid  for  ootton  paokaged  in  so-called  square  bales. 
The   tare  on  square  bales  exoeeds  4  percent  of  the  gross  weight  of 
the   bales  while  the  tare  on  round  bales  is  approximately  1  percent 
of  the  gross  weight  of  such  bales.      Cotton  merohants  who  buy  ootton 
in  both  types  of  bales  in  the   same  markets  pay  3  percent  more  per 
pound  gross  weight  for  ootton  in  round  bales  to  compensate  for  the 
lighter  tare  on  such  bales. 

Thus,  the  grower  does  not  reoelve  a  greater  return  per  bale 
on  the  gross-weight  basis  of  selling  beoause,   in  the  final  analysis, 
prioe  oaloulations  are  based  on  the  net  weight  of  the  ootton  con- 
tained in  the  bales.     If  net-weight  trading  were  adopted  it  oould 
be  expeoted  that  an  adjustment  upward  would  be  made  in  ootton  prioes 
to  compensate  for  the  difference  between  net  weight  and  gross  weight. 
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(13)  What  assuranoe  oould  ootton  growers  have  that  an  adjust- 
ment would  be  made  in  ootton  prioes  to  oompenaate  for  the  dlfferenoe 
between  the   gross  and  the  net  weight  of  bales? 

It  has  been  shown  that  in  making  their  purohases  of  ootton  in 
this  oountry  Amerioan  exporters  whose   sales  prioes   are  now  based  on 
net  weights  always  make  an  adjustment  for   the   bale   tare  for  ^iioh 
they  have   to  pay  in  making  purohases  in  this   oountry  but  for  whloh 
they  are   not  paid  inen  the   ootton  is   sold   in  foreign  markets.      Their 
purohase  prioe   is  reduoed  in  eaoh  instance   to   take   aooount  of  the 
extra  weight  for  vhioh  they  must  pay  under  the  gross-weight  system. 
If  they  oould   buy  on  net  weight,    they  would  not  need  to  make   this 
adjustment  in  calculating  their  purohase  prioe   and   oould  pay  growers 
proportionately  higher  prioes  per  pound  but  the   same  amount  per  bale 
as  when  purohases  are  based  on  gross  weight. 

An  aasuranoe  that  this  prioe   adjustment  would   be  made  upon  the 
adoption  of  net-weight  trading  is  prorided  by  the  aeohanios  of  the 
ootton-prioe  system.      The   New  York  and  Liverpool  futures  markets 
respond  to   the   same  oonditions  of  world   supply  and  demand.     There  is 
a  definite,   although  not  fixed,   relationship  between  prioes  for  the 
same   delivery  month  in  eaoh  of  these  markets.     The  Liverpool  prioe 
usually  is  at  a  substantial  premium  over  the  lew  York  prioe.      The 
parity,   or   spread,   between  prioes  in  the  two  markets  refleots  the 
oost  of  moving  ootton  from  Amerioan  ports  and  plaoing  it  in  Liverpool 
as  well  as  the  dlfferenoe  in  weight  basis  of  trading  in  the  two 
markets.     The  New  York  prioe  is  based  on  gross  weight;    the  Liverpool 
prioe  on  net  weight.     As  a  oonsequenoe,    the  usual   spread  between 
prioes  in  the  two  markets  represents,    in  addition  to  the  oost  of 
plaoing  the  ootton  in  Liverpool,    about  50  points,   when  the  New  York 
prioe  is  9  oents,   for  the  dlfferenoe  in  the  weight  basis  of  trading. 

If  net-weight  trading  were   adopted  in  this  oountry,   the   spread 
between  prioes  in  the  two  markets  would  be  reduoed  and,    in  oomparison 
with  Liverpool  prioes,   New  York  prioes  would  be  proportionately  higher 
than  at  present.     It  is  a  well-known  faot  that  under  oustomary  trading 
oonditions,   traders  watoh  for  opportunities  to  profit  by  differences 
in  prioes   between  different  futures  markets  that  represent  either  more 
or  less  than  actual  oost  of  moving  the  ootton  from  one  market  to 
another.      By   straddle  operations,    these  traders  tend   to  keep  the 
parity  or  spread  at  approximately  this  oost  figure.      Therefore,    it 
oould  be  expeoted  that  the  New  York  prioe  would  be  adjusted  upward  in 
relation  to  the  Liverpool  prioe,   upon  the  adoption  of  net-weight 
trading  in  this  oountry. 

As  it  is  oustomary  in  the   ootton  trade  for  a  merchant's  buying 
basis   and  selling  basis  for   spot  ootton  to  be  definitely  related   to 
futures  prioes,    if  the   adjustment  for  net  weight  were  made  for 
futures,    it   automatically  would  be  made  for   spot   ootton. 
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(14)  Would  ootton  manufacturers  be   able  to  buy  their  raw 
ootton  oheaper   if  purohases  were  based  on  net  weight? 

Although  domestic   manufacturers  now  pay  for   their  ootton 
on  the   basis  of  gross  weight,    they  buy  in  competition  with     ex- 
porters.     Sinoe  export  prioes  are  based  on  net  weight,   domestio- 
mlll  prioes,    in  the  last  analysis,    are   similarly  based.     Any 
given  bale  of  ootton  would  be  bought  by  a  ootton  manufacturer  or 
an  exporter  at   the  same  amount  per  bale  whether  on  a  net-weight 
or  on  a  gross-weight  basis,  but  the  prioe  per  pound  would   be  an 
entirely  different  figure  in  eaoh  oase. 

(15)  What  would  be  the  equivalent  prioes  for  ootton  under 
the  two   systems  of  selling? 

This  would  depend  upon  the  weight  of  tare  on  the  bales.  For 
a  bale  that  weighs  500  pounds  gross,  the  equivalent  per-bale  values 
and  prioes  per  pound  for  the  gross-weight  and  net-weight  bases  with 
various  weights  of  tare  would  be  as  follows: 


Gross  Weight  Net  Prioe 

weight  of  weight  based 

of  tare  of  on  net 

bale  bale  weight 


Value  Prioe  Value 

per  bale  based  per  bale, 

net  on  gross  gross 

weight  weight  weight 


Pounds       Pounds       Pounds         Cents 


Dollars 


Cent  8 


Dollars 


500 
500 
500 

5oo 
5oo 
5oo 
5oo 
5oo 


15 
18 

19* 

21 
22 

24 

26* 

30 


485 

482 

480* 

479 

478 

476 

473* 
470 


10,00 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 
10.00 


48.50 

48.20 
48.05 
47.90 
47.80 
47.60 

47.35 
47.00 


9.70 
9.64 
9.61 
9.58 
9.56 
9.52 
9.47 
9.40 


48.50 
48.20 
48.05 
47.90 
47.80 
47.60 

47.35 
47.00 


(16)  Would  the  ootton  trade  benefit  or  lose  by  the  adoption 
of  net- weight   trading? 

Under  the  present  gross-weight  system  of  trading  with  fixed 
allowances  for  tare,    the  ootton  trade  is  able  to  make  a  profit  by 
applying  patohes  to  the  bales  in  order  to  bring  the  weight  of  bale- 
oovering  materials  up  to  the  allowable  tare.     This  profit  is  possible 
beoause  the  cost  of  patohing  materials  usually  is  less  than  the  value 
of  an  equivalent  weight  of  ootton.     The  difference  between  the  prioe 
of  ootton  and  the  per-pound  oost  of  patohes  represents  a  profit  to 
the  owner  of  the  ootton  at  the  time  the  patohes  are  applied.     Usually, 
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the  gin  bale  oarrles  less  tare   than  la  allowed  in  dome s tio -ml II 
markets  and   in  foreign  markets.      If  tranaaotiona  ware   oonduoted 
on  the   baaia  of  net  weight,    the  patohing  of  ootton  would   be   a 
dlreot  oharge   agalnat  the   ootton  merohant  and   the  poaalbility  of 
Bailing  auoh  patohea  at  the  prioe   of  ootton  would    be   eliminated. 

However t   under  the   competitive   oonditloni   existing  in  the 
ootton  trade,   profit a  from  patohing  are  perhaps  more   apparent  than 
real  in  that  auoh  profita  are   taken  into   aooount  in  prioea  paid 
for  or  received  from  the  ootton.      It  la  doubtful  whether  in  aotual 
praotloe,   profita  in  patohing  really  lnoreaae  the  margins  obtained 
by  marketing   agenoiea.      On  the  other  hand,  marketing  agenoiea  would 
realise  advantages  from  simplification  of   trading  praotioes   and 
from  improvements  in  packaging  praotioes  that  would  aoorue  from  a 
properly  safeguarded  system  of  net-weight  trading. 

(17)  would  the  adoption  of  net-weight  trading  affeot  the 
usefulness  of  the  futures  market  for  hedging  purposes? 

with  all  domestio  transactions  in  both  the   spot  and   futures 
markets  adjusted  to  net  weights,   hedging  operations  would  not  be 
affeoted.     Hedging  operations  in  oonneotion  with  foreign  tranaao- 
tiona would  be  facilitated  by  the  adoption  of  net-weight  trading 
in  that  all  tranaaotiona  would  then  be  on  the   aame  weight  baa is, 
whloh  frequently  la  not  the   oaae  at  present.      Differences   in  the 
weight  basis  of   settlement  tend  to  reduce  the  protection  afforded 
by  hedging. 

STANDARDIZATION  OF  TARE 

(18)  lhat  is  meant  by  the  proposal   for  the   standard! ration  of 
ootton-bale  tare? 

The  proposal  for  the   standardization  of   ootton-bale  tare  con- 
templates  the  adoption  of  definite   standards  with  reapeot  to   strength, 
weight,  and  dimenaiona  of  materials  used  for  oovering  ootton  bales, 
including  bagging,   ties,    and  patohea. 

(19)  Would  net- weight  trading  be   feaaible  without  stand ar dila- 
tion of  tare? 

To   asoertain  the  net  weight  of  a  bale  of  ootton,    both  the 
gross  weight  and  the  weight  of  tare  muat  be  known.     At  present, 
there  la  wide  variation  in  weight a  of  tare  on  ootton  bale a.     The 
weight  of  tare   on  an  individual  bale   usually  ohangea  one  or  more 
times  while  the  bale  is  passing  through  marketing  ohannels.     On  gin 
bales  the  original  weight  of  tare   is  determined  not   so  auoh  by   the 
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grower  as  by  the  ginner  whose   speoifio  aotion  with  referenoe  to 
the   use  of  bale-oovering  materials  and  tare  weights  is  likely  to 
be  somewhat  influenoed  by  the  competition  with  which  he  is  faoed. 
Under  present  methods,    even  when  ginner s  attempt  to  keep   the 
weight  of  bagging  uniform,    significant  variations  may  result  from 
Irregularities   in  fabrio  weights  and  from  inexaot  outting  of 
patterns.     The   addition  of  patches   to   the  bale   at  the   time  of 
compressing  oombined  with  variations  in  weight  of  patohes  and  in 
length,  number,   and  weight  of  ties  used  on  oompressed  bales, 
results  in   significant  differences  between  the  weight  of  the  tare 
oarried   by  bales  as  they  are  reoeived  from  the  gin  and  the  weight 
of  tare  when  the  bales  finally  reaoh  their  plaoe  of  consumption. 

Thus,  without  the   standardisation  of  tare  the  weight  of 
tare  usually  is  not  known  and  is  not  readily  apparent.     To 
asoertain  the  weight  involves  opening  the  bale,    stripping  and 
weighing  the  wrappings,    and  then  reocmpressing  the  bale   -  a  process 
that  is  oostly  and  frequently  not  practicable.     Under  these  oiroum- 
stanoes,   if  an  attempt  were  made  to  trade  on  the  net-weight  basis, 
it  oould  be  expeoted  that  every  buyer  of  ootton  would  deduot 
enough  tare  to  insure  his  own  protection  against  olaims  of  those 
to  whom,   in  turn,  he  might  sell.      It  seems  reasonable  to   suppose 
that  the  burden  of  these  precautions  would  fall  baok  upon  the 
grower,   who  might  thus  at  times  have  to  sustain  deductions  of  weight 
in  excess  of  aotual  tare. 

(20)  Could  the  full  benefits  of  net- weight  trading  be 
realised  without  standardisation  of  tare? 

It  is  not  likely  that  the  full  advantages  of  net- weight 
trading  oould  be  realised  without  positive  provision  for  the 
standardisation  of  bale-oovering  materials  with  respeot  to  weight, 
strength,  and  dimensions.     If  net-weight  trading  were  adopted,    the 
incentive  to  add  weight  to  the  bales  in  the  form  of  bale  ooverings 
would  be  removed  and,  without  standardisation  of  tare,   it  oould  be 
expeoted  that  those  responsible  for  oovering  bales  would  then  use 
the  oheapest  materials  available,  regardless  of  weight,   and  in  doing 
so  it  is  not  improbable  that  the  notoriously  poor  condition  in  whioh 
Amerioan  ootton  reaohes  spinners  would  be  further  aooentuated. 

It  seems  logical  to   suppose  that,   without  some  provision  for 
standards  for  tare  that  would  permit  of  conveniently  and  aoourately 
ascertaining  the  weight  of  tare,   the  result  would  be  similar   to  the 
situation  that  now  exists  in  the  European  markets.     These  markets 
are  now  on  a  net-weight  basis   so  far  as  prloe  quotations  are  oon- 
oerned.     But  because  of  the  great  variation  in  the  weight  of  oovering 
materials  on  Amerioan  bales,    it  has  been  neoessary  for  these  markets 
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to   establish   an  arbitrary  figure  for  d ©duo ting  tare.     Naturally* 
this   deduotlon  approximates   the  weight  of  the   heaviest  bale- 
oovering  materials   used.      This   in  effeot,    induoes   the  Amerloan  ex- 
porter to  add  to  the  weight  of  tare  by  applying  patohes  up   to  the 
allowable  maximum.      The  net   effeot  is  an  eoonomlo   loss   to  the 
industry   equal    to  the   oost  of  the   unnecessary  patohes  plus  the 
transportation  and  other   charges  on  the  extra  weight.      In  the 
final   analysis,   this   loss  must  be  passed  on  to   the   grower,    the 
prioe  of  whose  ootton  must  be  reduoed  aooordingly,    or   to   the  oon- 
sumer  who  thus  has  to  pay  proportionately  more  for  cotton  goods. 
Without   some  provision  for   standardisation  that  would  make  it 
possible  to   asoertain  the  weight  of  tare  conveniently  and   aoourately, 
It  Is  doubtful   whether  the  full   benefits  of  net-weight  trading  oould  be 
realized. 

(21)  Would  the  standardisation  of  tare  limit  baggings  that 
oould  be  used  to  those  made  of  ootton? 

None  of  the  proposals  for  standardization  of  tare  that  have 
been  put  forward  to  date  oontemplate  the  limiting  of  bale  coverings 
to  those  made  of  any  single  material •     Suoh  a  large  quantity  of 
bagging  is  required  to  oover  the  Amerloan  orop  that  it   is  doubtful 
whether  a  single  material  oould  be  prescribed  as   standard  without 
increasing  the  oost  to  the  growers.     In  view  of  the  faot  that  a 
number  of  materials  are  now  being  used,    it  would  appear  desirable 
to  establish   standards  for  those  materials   that  oan  be  demonstrated 
to  be   satisfactory  from  the  standpoint  of  physical   suitability  and 
that  oan  be   standardized  within  a  reasonable  range  of  toleranoe. 
With   selling  prioes  calculated  on  net  weight,   there  would  be  no 
inoentlve  to  use,  nor  disadvantage  in  using,    any  partioular  material 
from  the  standpoint  of  weight.      This  would  permit   the   use  of  those 
standardized  materials  uhloh   are  oheapest  at  any  given  time,    so   that 
the  oover ing  of  the  orop  oould  follow  the  lines  of  greatest  eoonomy. 

Although  the  use  of  bagging  made  of  ootton  oannot  be  fully 
praotioable  until  ootton  is  sold  on  net  weight,   the  adoption  of  net- 
weight  trading  does  not  necessarily  mean  that  ootton  would  be  used 
exclusively  or   even  used  at  all.     Rather  the  adoption  of  net-weight 
trading  would  be   required  to   enable  ootton  to  oompete  with  other 
bagging  materials, 

(22)  Would   it  be  feasible   to  provide  more   than  one  weight 
standard  for  the   same  type  of  bale-covering  material? 

It  would  not  be  praotioable  to  have    standards  for  more  than 
one  weight   of  eaoh  distinctive  type  of  material.      Otherwise  there 
would  be  confusion  in  ascertaining  bale   tare  for  purposes  of  net- 
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weight  trading.  Materials  standardised  for  bagging,  patohes,  or 
ties  should  be  different  enough  to  be  positively  and  easily  dis- 
tinguishable. This  would  make  it  possible  to  know  the  weight  of 
the  tare  on  any  bale  of  ootton  by  identifying  the  materials  used 
as  bale  ooverlngs. 

(23)  Bow  is  the  weight  of  tare  determined  for  purposes  of 
net- weight  trading  in  other  ootton-produolng  oountries? 

11th  few  exceptions  the  weight  of  bale  tare  is  uniform  in 
other  ootton-produoing  oountries.      This  permits  the  determination 
of  the  net  weight  of  the  bales  without  the  neoessity  for   stripping 
and  weighing  the  bale  ooverlngs. 

(24)  How  does  the  weight  of  ootton- bale  tare  in  this  oountry 
oompare  with  that  of  other  ootton-produoing  oountries? 

The  allowable  tare  on  Amerioan  square  bales  of  ootton  varies 
from  4*4  to  5*4  peroent  of  the  gross  weight,    depending  upon  the 
bale  density  and  the  market  in  whioh  sold.     The  tare  on  bales  from 
oountries  that  are  the  prinoipal  oompetitors  of  the  United  States 
in  world  ootton  markets   is  from  2.0  peroent  to  3*0  peroent  of  the 
gross  weight. 

Notwithstanding  the  extra  weight  of  bale-oovering  materials, 
American  ootton  is  generally  admitted  to  be  the  most  unsatisfactorily 
paokaged  ootton  reoeived  in  the  world  markets.      It  is  thus  apparent 
that  methods  of  ooverlng  ootton  bales  in  the  United  States  Involve 
considerable  waste  in  the  form  of  extra  weight  of  materials  used 
and  for  -the  transportation  oharges  whioh  this  extra  weight  entails. 

FINANCIAL  ASPECTS 

(25)  Would  standards  for  tare  increase  the  eost  of  wrapping 
ootton? 

If  tare   standardisation  were  adopted  in  oonneotlon  with  net- 
weight  trading  and  if  standards  were  provided  for  eaoh  of  the  suit- 
able bale-oovering  materials  so  as   to  make  them  competitive,   the 
cost  of  wrapping  ootton  should  not  be  any  higher  than  under  the 
present  system.     It  is  not  improbable  that  with  the  handioap  to  the 
use  of  light-weight  materials  removed  by  the  adoption  of  net-weight 
trading,    oosts  of  suitable   bale  ooverlngs  would  be  somewhat  less 
than  under  the  present  system. 
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Somewhat    leas  than   10  peroent  of  the  American   ootton  orop 
1b  oovered,    at  present,    with  rerolled  or   reconditioned   bagging  of 
various  kinds.      This   bagging  is   used  principally   in  the    southeastern 
States,    where    it  is   obtained  from  nearby  ootton  mills,    plaoed   in 
order  for   re-use,   and  distributed  to  glnners   in  those  areas.      As 
suoh   bagging   is   extremely  variable   in  weight  and   strength,    it  is 
doubtful  whether    it  oould  be   standardized  unless   a  range  of 
toleranoe   so  wide  as  to  defeat  the  purposes  of  standardization  were 
adopted.      The  elimination  of  this  type   of   bagging   by  a   standardiza- 
tion program  that  was  not   accompanied   by  net-weight  trading  would 
probably  inorease   the  oost  of  wrapping  ootton  in   those  areas   where 
suoh   bagging  is  now  used.      But  as  very  little  of   the  ootton  grown 
in  these  areas   is  reoompressed,    light-weight  burlap  would  probably 
be  suitable  and  oould  be  bought  at  prioes  oomparable  with   second- 
hand bagging  of   the  heavier  materials.     With  net- weight  trading  there 
would  be  no   disadvantage  in  using   suitable  light-weight  bagging. 

(26)  To  what  extent,    if  any,    is  the  competitive  position  of 
Amerioan  ootton  in  world  markets  affeoted  by  our  present  tare 
praotioes? 

The  competitive  position  of  Amerioan  ootton  is  adversely 
affeoted  by  our  present  tare  praotioes  beoause: 

(a)  The  unsatisfactory  methods   of  packaging  Amerioan  ootton 
result  in  waste  and  damage  to  the  ootton  with  attendant  risks  to 
foreign  manufacturers  whioh  must  be   taken   into  ao count   by  them  in 
the  purohase  of  their  raw  material. 

(b)  A  number  of  foreign  oountries  levy  import  duties  or 
speoial   taxes  on  imports  of  raw  ootton  on  the  basis   of  gross  weight. 
As  Amerioan  ootton  exported  to  foreign  markets  now  oarries  approxi- 
mately 6-peroent  tare  whereas  most  foreign  bales  oarry  less   than 

3  peroent,  the  duty  on  the  additional  3-Percent  tare,  amounting  to 
about  15  pounds  per  bale,  plaoes  Amerioan  ootton  at  a  disadvantage 
in  competition  with  ootton  of  other  growths . 

(0)   The  psychological  effeot  on  foreign  buyers  of  the  dilapi- 
dated appearanoe  of  Amerioan  bales  in  comparison  with  the  neater 
paokages  in  whioh  ootton  of  other  growths   is  presented,    is  a  faotor 
in  export  sales. 

(27)  What  would   be  the  aggregate  finanoial   gain  from  the 
adoption  of  net-weight  trading  and   standards  for  tare? 

An  exact  measure  of  the  total  savings  that  would  aoorue  from 
the  adoption  of  net- weight  trading  and   standards  for  tare   is  not 
possible.     At  a  hearing  oonduoted  by  the  Committee  on  Agrioulture 
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and  Forestry  of  the  United  States  Senate  in  May  1939 t   the  annual 
eoonomio   loss  entailed  in  the  present   system  was  variously  esti- 
mated at  figures  ranging  up  to  $20,000,000.     The   items   in  oonneotion 
with  whioh  finanoial  gains  would   aoorue  from  these  reforms  include 
savings  in  oosts  of  exoess  materials   for  bale  coverings,   in  freight 
on  exoess  weight  of  tare,    in  insurance,    in   reduced  waste   and  damage 
to  bale  contents,    in  the   elimination  of  oosts  of  tare  determination 
and  of  assessing  and  oolleotlng  tare  olaims,   in  customs   duties  on 
exports  by  a  reduotion  in  tare  weights,   and  in  the  general   simplifi- 
cation of  trading  praotioes. 

(28)  To  whom  would  the   benefits  of  net-weight  trading  aoorue? 

Although  net-weight  trading  would  be  of  either  direot  or  in- 
direct advantage  to  ootton  growers,   marketing  agenoies,    ootton  manu- 
facturers,  and  consumers  of  ootton  goods,    the  prinoipal  direot 
advantages  would  aoorue  to  ootton  growers  and  oonsumers  of  ootton 
goods.     Under  competitive  conditions  in  the  marketing  of  raw  ootton 
and  the  manufacturing  of  ootton  goods,   any  reduotion  in  the  oost 
of  marketing  oould  be  expeoted  to  be  passed  on  to  produoers  or  to 
ultimate  oonsumers*     The  reduotion  in  oosts  of  marketing  that  would 
result  from  the  adoption  of  net-weight  trading  would  probably  be 
divided  between  these  two  groups. 

PROBLEMS   INCIDENT  TO  THE  ADOPTION  OP  NET-nEIGHT  TRADING 
AND  STANDARDS  FOR  TARE 

(29)  Under  the  proposal  for  the  adoption  of  net- weight 
trading  and  standards  for  tare,  who  would  be  responsible  for  ascer- 
taining and  designating  the  net  weight  of  bales? 

Persons  who  do  the  weighing  of  the  bales  would  designate  the 
net  weight  in  eaoh  instance.     Such  persons  would  be  expeoted  to  be 
able  to  reoognice  the  bale-oovering  materials  used,   to  know  the 
standard  weight  in  eaoh  instanoe,    and  to  deduot  the  tare  from  the 
gross  weight  of  the  bales  in  order  to  arrive  at  the  net  weight  for 
purposes  of  settlement. 

(30)  How  would  the  tare  be  determined  on  old   stooks   of  ootton 
for  purposes  of  net-weight  trading? 

It  is  probable  that  a  substantial  proportion  of  the   accumu- 
lated surplus  of  ootton  carried  over  at  the   time   the  requirement  for 
net-weight  trading  and  the  use  of   standards   became  effeotive,  would 
not  be  oovered  with   standard  tare.      For  bales  oovered  with  non- 
standard materials,   the  weight  of  tare  would  have   to  be  mutually 
agreed  upon  between  buyers  and   sellers  or,   failing  in  this,   the 
weight  of  tare  would  have  to  be   ascertained  by  stripping  and  weighing 
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the   bale  ooverings  as   is  now  done   for   a  substantial  part  of   the 
ootton   sold  in   export  markets  and    to   domestlo  mills.      The  neoessity 
for   this  prooedure  would   be   only  temporary    and   would   apply  only   to 
stooks   of   cotton  ginned   before   the   effective   date   of   the   standards 
for  tare. 

(31)  Would  the   enaotment  of  Federal   legislation  providing  for 
net-weight  trading  and   standardization  of  tare   require  modification 
of   trade  rules   and  oontraots  of  the   futures  exohanges? 

At  present,    oontraots  for   the   future  delivery  of  ootton  made 
subjeot  to   the   rules  of    the    various  futures   exohanges  provide   for 
settlements   based  on  gross   weights  with  fixed  and   definite    allowances 
for  tare.     Obviously,    the  adoption  of  net-weight   trading  would 
necessitate   the  modification  of   these  rules   and   the    oontraots  subjeot 
thereto. 

(32)  Would   there  be  any  diffioulty  in  seouring  needed  adjust- 
ments in  the   tare  provisions  of  foreign  oontraots? 

Although  the   trading  rules   of  many  of   the   foreign  ootton 
exohanges  do   not  make   definite  provision  for   the    use  of  aotual  net 
weights  for   transactions  in  Amerioan  ootton,    in  praotloe  a  substantial 
proportion  of  our  exports  are  now  sold  on   terms  involving   settlement 
on  aotual  net  weights.     As  has  been   shown  previously,    more   than  30 
peroent  of  the   ootton  exported  during  the   season  1937-38  "as   sold  in 
this  way. 

The   rules  of  the  ootton- trade  organi rations  of  Liverpool, 
yanohester,   and  Milan  now  make  provision  for   aotual  net-weight 
oontraots. 

The    International  Cotton  Committee  of   the   International  Federa- 
tion of  Master  Cotton  Spinners'    and   Manufacturers'    Associations  at 
its  meeting  held   at  Milan,    Italy,    in  November  1938,    adopted  a  resolu- 
tion requesting  all  ootton  exohanges  in  the  world   to  modify  their 
rules   to  permit  of   trading  in  Amerioan  ootton  on  aotual  net  weights. 

In  view  of  the  progress   that  has   already   been  made  in  ohanging 
to  an  aotual  net-weight  basis  for   ootton   sold  in  foreign  markets,    it 
is  not   anticipated   that   the   complete   transition  to  -this   system  would 
present   any  serious  problems. 
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THE  PROPOSAL  FROM  THE  STANDPOINT  OF 
VARIOUS  INTERESTED  PARTIES 

(33)  What  responsibility  would  attaoh  to  farmers,   ginners, 
oompressmen,    ootton  merohants,    manufacturers  of  bale-oovering 
materials,    or  distributors  of  bale-oovering  materials  for   the  use, 
shipment,   or    sale  of  nonstandard  materials  after  the   effeotive  date 
of  the  standards  for  tare? 

Legislative  proposals  that  have   been  made  to   date  for  the 
standardisation  of  ootton- bale   tare  provide  in   substanoe   that  it 
shall   be  unlawful  for  any  person  to    ship  or  deliver  for   shipment  in 
oommeroe   any  bale   of  ootton  ginned  after  the  effeotive  date   of   the 
tare   standards  on  which  the   bagging,    ties,   or  patches  do   not  oonform 
with  suoh  standards  for  tare.     It  is  contemplated  that  responsibility 
for  the  manufacture  and  distribution  of   bale-oovering  materials   con- 
forming to  the   tare   standards  would   be  plaoed  upon  manufacturers  or 
distributors  of  suoh  materials.      Farmers,    ginners,    oompressmen,    and 
ootton  merohants  who   ship  ootton  ginned  after   the   effeotive   date  of 
the  tare   standards  would  be   relieved  of  responsibility  by  using 
materials  guaranteed  by  the  manufacturer  or  distributor  to   oonform 
to  the   standards.      In  the   oase  of   suoh  guaranty,   the   seller  of   the 
material  would  be   amenable   to  proseoutions,   fines,    or   other  penalties 
which  would  otherwise  attaoh  in  due   oourse  to  the    shipper  of  ootton 
oovered  with  nonstandard  materials.      This  provision  would  proteot 
farmers,  ginners,    oompressmen,    and   ootton  merohants  who  aot  in  good 
faith  in  the   oovering  of  ootton  bales. 

Obviously  as   to  interstate   and  export  transactions,    the 
deliberate   use  of  nonstandard  materials  would  not  only  be  unlawful 
but  would  operate   to   reduce  the   salability  of  bales  of  ootton  so 
oovered . 

(3*0  Would  the  adoption  of  net- weight  trading  and    standards 
for   tare  place   an  extra  burden  on  ginners,    oompressmen,    and  warehouse- 
men? 

Neither  ginners  nor  oompressmen  nor  warehousemen  would  be 
direotly  affeoted  by  the   adoption  of  net-weight   trading  exoept  that 
reoords  of  bale   weights  would   be  in  terms  of  net  weights  rather   than 
gross  weights   as  at  present.      The   adoption  of  standards  for  tare 
would,   however,   require  that  bagging  and   ties  used  by  ginners,    and 
patohes  and  ties  applied  to   bales   by  oompressmen,    oonform  to   the   tare 
standards.      As   the   costs  of  these  materials  would  oontinue   to   be 
passed  on  to   growers  or  ootton  merohants,   as  the  case  may   be,    this 
would  not  plaoe   any  hardship  on  suoh   servioe  agenoies  as  ginners, 
oompressmen,   and  warehousemen. 
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The  provision  of  an  interval   between  the  promulgation  of 
tare   standards   and  the   date   upon  whioh   their   use  would   be  required, 
would  enable   suoh  groups   to   use  existing   stooks  of  nonstandard 
materials   before  the   effeotive   date   of   the    standards. 

(35)  Would   standardization  of  tare   oause   serious  hardship 
to  manufacturers  and  distributors  of  cotton  bale-covering  materials? 

If  tare    standards  were  adopted,    manufacturers   and  distribu- 
tors of   bale-oovering  materials  would  have   a  market  for  only  those 
materials   that  would   oonform   to    the   standards.      For  manufacturers 
and  distributors  of  those  materials  for  whioh  standards  were  pro- 
vided,   this  would  require  merely  an  adjustment  to   the    standards. 
Manufacturers   or  distributors  of  materials  not  provided  for   in  the 
standards  would  find   it  neoessary  to  ohange  to   standard  materials 
or  to  discontinue  business   in  this  field. 

If  the  tare-standardization  program  included  all   the   suit- 
able materials   now  in  use,    the  neoessary  adjustment  on  the  part  of 
manufacturers  and  distributors  would  be  relatively   simple.      The 
standards  would  require  the  production  and  distribution  of  materials 
of  dimensions,   weight,   and   strength  within  a  prescribed  range  of 
toleranoe.      In  most  instanoes  this  could   be  aooomplished  with 
present  equipment  and  facilities.     In  some   instanoes  ohanges   in  the 
quality  of  raw  materials  used  might  be  neoessary  in  order   to  meet 
strength  requirements. 

The   adoption,   without  notioe,    of   definite   standards  for  tare 
would  probably  find  manufacturers  of   bale-oovering  materials, 
dealers,    ginners,   and  oompressmen  with   stooks  of   suoh  materials  on 
hand  that  would  not  oonform  to  the   standards.      In  fairness  to   these 
interests,   a  sufficient  interval  of  time  would  need  to   be  allowed 
between  the  date  the   standards  were  promulgated  and  the   effeotive 
date  of  suoh  standards  to  permit  using  up,    as  nearly  as  practicable, 
existing   stooks  of  nonstandard  materials.      Probably  a  year  would  be 
required  for  this  adjustment. 
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RELATION  OF  NET-WEIGHT  TRADING  AND  STANDARDS  FOR  TARE 
TO  IMPROVEMENTS  IN  COTTON  PACKAGING 

(36)  Would  the  adoption  of  net-weight  trading  and  standards 
for  tare  provide  a  oomplete  remedy  for  the  present  unsatisfactory 
situation  with   respect  to  the  appearanoe  of  Amerioan  ootton  bales? 

Although  the  adoption  of  net-weight  trading  would  remove 
obstaoles  to  improvements  in  the  paokaging  of  Amerioan  ootton  and 
the  adoption  of  tare  standards  would  provide  a  positive  means  of 
Improvement,    it   should  be  reoognized  that  these  reforms  alone 
would  not  ooapletely  solve  the  problem  of  unsatisfactory  paokaging. 
Under  present  methods  of  sampling,    samples  usually  are  out  from 
two  sides  of  eaoh  bale  with   eaoh  ohange  or  prospective  ohange   of 
ownership  of  the  bales.      The  result  is  that  the  original   bale 
ooverings   usually  are  badly  mutilated  and  in  some  oases  almost 
completely  destroyed  by  the  time  the  bales  reaoh   the  oonsuming 
Hill.     Although  the  use  of  more  suitable  materials  for  the  original 
wrapping  would   improve   the  appearanoe  of  Amerioan  bales,   the 
problem  of  a  satisfactory  package  would  not  be  completely  solved 
in  this  manner.     Fundamental  changes  in  sampling  methods  will  be 
required  before  a  oomplete    solution  is  reaohed. 

(37)  Miat  oan  be  done  to  solve  the  problem  of  sampling? 

It  is  believed  that  the  solution  to  the  problem  of  sampling 
oan  be  found  in  devising  a  means  for   the  mechanioal   sampling  of 
bales  of  ootton  while  they  are  being  formed  at  the  gin  so  as  to 
provide  samples  that  represent  a  cross-seotion  of  the  bale  in  eaoh 
instance  for  use  in  trade  ohannels.      This  would  eliminate  the  need 
for  cutting  the  bales  after  they  are  turned  out  of  the  gin  press 
and  would  provide  a  more   satisfactory  basis  for  the  classification 
of  ootton  than  is  afforded  under  the  present  system  of  sampling. 
Members  of  the  teohnloal  staff  of  the  Agricultural  Marketing  Servioe 
of  the  U.  S.  Department  of  Agrioulture  are  working  on  this  problem 
with  a  view  to   its   solution. 
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